
 

August 26, 2014 

Global Financial Markets 
 
Global equities markets climbed for a second week, with US markets leading the charge, as investors took comfort from 
easing concerns in Ukraine and Russia. US Treasury prices also moved higher as investors speculated that US Fed Chair 
Janet Yellen would be giving dovish statements during her speech at Jackson Hole on Friday. Meanwhile, the euro 
continued to depreciate against its currency peers on weak economic data from the region. 
  
Global Equities 
 

Global equities continued to climbed, 
with US markets leading charge, as 
investors took comfort from easing 
geopolitical concerns in Ukraine and 
Russia.  

Buying interest was seen in the US 
equities market amid a fresh bout of 
M&A talks, better-than-expected 
housing and unemployment data, 
and speculation that Federal 
Reserve Chair Janet Yellen would 
signal that the central bank remains 
committed to its highly 
accommodative policies during her 
speech at Jackson Hole on Friday. 
During the week, minutes of the 
Fed’s latest policy meeting were 
released as well, though there were 
no significant changes from the 
signals that the central bank made 
before. Minutes from the July 
meeting of the FOMC showed that 
officials debated whether to begin 
raising interest rates sooner than 
expected. Some officials wanted to 
make a "relatively prompt" rate hike 
based on the economy's progress, 
however, the minutes also showed 
that most officials agreed more data 
was needed to move up the schedule of rate hikes. Moreover, according to the minutes, “most participants indicated that any 
change in their expectations for the appropriate timing of the first increase in the federal funds rate would depend on further 
information on the trajectories of economic activity, the labor market, and inflation.”  Among their concerns were the economic 
contraction in the first quarter, the turmoil in the Middle East and Ukraine, persistent weakness in the housing sector and slow-
growing household incomes. 

Over in the Euro-zone, share prices likewise climbed, mirroring gains in Wall Street as the situation in Ukraine and Russia 
continued to improve. Asian shares were also up for the same reasons, though gains were capped by weak Chinese manufacturing 
data that came out Thursday. China’s HSBC preliminary purchasing managers index (PMI), which tracks activity in the country’s 
factories and workshops, slipped to 50.3 in August. The figure was down from a final reading of 51.7 in July and was the lowest for 
three months 

Week-on-week, the MSCI World index rose 1.53% led by the European region, which climbed 1.94%. The Dow Jones Industrial 
Average index and the S&P500 index rallied 1.59% and 1.60%, respectively.  

Economic data releases for the week were mostly positive from the US, which caused investors to speculate on what exactly Janet 

Yellen’s take on interest rate hikes would be in her upcoming speech at Jackson Hole.  

 The US producer price index, which measures wholesale prices, rose by 0.1% in July, matching the Bloomberg 
median consensus forecast but lower than the prior month’s 0.4% gain. The slower pace came as fuel costs dropped 
by the most in eight months. The core measure, which does not include the volatile food and fuel categories, rose by 
0.2%. 

 For the month of August, the Thomson Reuters/University of Michigan preliminary sentiment index, which measures 
consumer confidence, declined to 79.2. This was the lowest since November last year, and followed July’s 81.8 

14-Aug-14 21-Aug-14 % Change

MSCI World 1,715.71 1,741.88 1.53%

MSCI Europe 113.14 115.33 1.94%

MSCI Asia-Pacific ex-Japan 507.77 510.34 0.51%

Dow Jones Industrial Average 16,713.58 16,979.13 1.59%

S&P 500 1,955.18 1,986.51 1.60%

Global Equity Performance
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representing the biggest negative surprise in a decade. The decline was due mostly to mounting concern on the 
country’s economic outlook as households expected that earnings would not climb as fast as prices. 

 For the month of August, the National Association of Home Builders (NAHB) confidence index rose two points to 55, 
beating the market estimate of 53. The improvement in the headline confidence reading was seen in improvements 
across all three components. Measures of current sales conditions and expectations for future sales both rose 2 points 
to 58 and 65, respectively. Likewise, the measure of prospective-buyer traffic jumped three points to 42. On a regional 
basis, however, data showed that gains were unevenly distributed with builders feeling more confident in the 
Northeast and Midwest, but less so in the South and the West.  

 The US consumer price index crept higher by a seasonally adjusted 0.1% month-on-month in July, the slowest pace 
since February this year. The decline was mainly due to a drop in energy costs. Not including the volatile food and 
energy prices, however, the “core” index inched higher 0.1% month-month, slightly lower than the market estimate of 
+0.2%. On an annual basis, headline inflation was up 2.0% year-on-year, also meeting the market estimate, but down 
from June’s increase of 2.1%. 

 US housing starts spiked 15.7%, stepping right over the market estimate of +8.1%, to an annual rate of 1.093 million 
units. This also beat the market estimate of 965,000. The figure marked the highest level of construction since 
November, and was boosted by a notable rise in new apartments. Stronger-than-expected growth was partly due to a 
rebound in construction in the South after wet weather caused delays earlier in the summer. 
 
 

Global Bonds 
 

US Treasury prices moved ended the week mixed as the risk-on 

sentiment brought about by easing geopolitical tensions in Ukraine was 

counted by speculations that US Federal Reserve Chair Janet Yellen 

would continue to be dovish during her speech at Jackson Hole on Friday. 

Despite a number of strong economic data released during the week, the 

10-year US benchmark yield slid 0.99 basis points to close at 2.402%.  

 

 

 

 

Currencies  

The euro continued to weaken against the US dollar following more weak 
economic data from the Euro-zone. This fuelled speculation that the 
European Central Bank could implement a new round of quantitative 
easing to combat stagnation in the currency bloc’s largest economies. 
Simmering tension that has occasionally resulted in armed clashes 
between Ukraine and Russia to Europe's near-east did not help matters, 
though both sides have kept communication lines open. Week-on-week, 
the euro lost 0.35% against the US dollar.  

 

 

 

 

The week ahead (August 26 – August 29) 

 

Market movements this week were largely driven by various economic data releases from the US, as well as easing tensions in 

Russia and Ukraine. For the coming week, we expect global equities markets to trade with downward bias as investors consolidate 

gains made over the past two weeks. However, sentiment could be boosted if US Fed Chair Janet Yellen releases dovish 

comments during her speech at Jackson Hole on Friday. On this basis, US Treasury prices may also be supported. Economic data 

releases to watch out for next week include US durable goods orders, the Conference Board’s consumer confidence index, and the 

first revision of GDP growth in the US for the second quarter. The euro will continue to remain under pressure especially following 

weak manufacturing data from the region.  

 

 

US Treasury Yield Curve

Tenor 14-Aug 21-Aug  +/- bps

3m 0.020 0.025 0.50

6m 0.041 0.046 0.50

2y 0.429 0.416 -1.27

5y 1.597 1.574 -2.31

10y 2.411 2.402 -0.99

30y 3.224 3.192 -3.22

Currencies 

15-Aug 22-Aug % Change

USD/PHP 44.130 43.660 1.08%

EUR/USD 1.3410 1.3363 -0.35%

GBP/USD 1.6773 1.6687 -0.51%

USD/JPY 102.04 102.47 -0.42%

AUD/USD 0.9275 0.9320 0.49%

USD/CHF 0.9054 0.9068 -0.15%

EUR/CHF 1.21430 1.21174 0.21%

EUR/JPY 136.83 136.93 -0.07%
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Philippine Financial Markets 

The local equities market closed the shortened week stronger on the back of MSCI rebalancing, easing geopolitical 
tensions in Ukraine and Russia, and the release of strong US economic data. On the other hand, the local fixed income 
market traded sideways given the uncertain calm in Eastern-Europe and the outcome of the Fed meeting at Jackson Hole. 
Meanwhile, many of the same reasons led to a similarly uneventful week for the Peso relative to the US Dollar. Foreign 
buying and improving credit spreads helped the Peso inch higher in trading by end-week, however. 
 
 
Local Equities  
    

The local equities market reached its new high since May 29, 2013, closing 
above the 7,100-level on Friday. The expected upweight of large index names 
such as TEL (~13 days), ALI (~7 days) and EDC (~5 days) made investors 
position before the actual rebalancing on August 29. Positive sentiment in the 
US also influenced the sentiment locally with the release of strong US 
economic data, such as better-than-expected applications for jobless claims, 
sales of previously owned homes, and indications of strong GDP growth for the 
second quarter. Lastly, continued geopolitical tension easing allowed investors 
to have a risk-on sentiment. Week-on-week, the index gained 124.58 points, or 
+1.78%, to close at 7,133.09. For the week, foreign investors were net buyers 
at Php4.220 billion. 

 
 

 
Properties 

 Century Properties Group Inc. (CPG) reported a net income of Php1.058 billion for the first half of the year, flat compared 

to the same period last year. Although revenues rose by 6% to Php5.62 billion in the first semester, cost and expenses 

grew at a faster pace of 9% to Php4.14 billion. Real estate sales was up by 4% year-on-year to Php4.75 billion, driving the 

increase in revenues. The company intends to beef up its commercial leasing portfolio moving forward in order to provide 

them with a stable stream of cash flows. 

Industrials 

 Jollibee Foods Corp. (JFC) is looking to increase its capital spending and branch network by 10% each year for the next 
five years as it aims to double profits in the long term. For 2014, the company has allotted Php6.3 billion in capital 
spending to open 300 new stores and renovate existing branches, 200 locally and 100 abroad. At the end of its 5-year 
expansion program, JFC will likely reach around 4,800 branches. 

 
 Gokongwei-led Robinsons Retail Holdings Inc. (RRHI) will be rolling out 10 to 11 more branches of Robinsons Easymart 

before the year ends.  Robinsons Easymart is RRHI’s compact neighborhood grocery store format with a size of about 300 
to 800 sqm. It will be located outside or within residential communities to give the consumers access to goods at any given 
time. The first Easymart store was opened in Tarlac last week. 

 

 Megawide Construction Corp. (MWIDE) is raising Php15 billion within the year through a combination of debt and equity to 
finance the development of the Php17.5-billion Mactan-Cebu International Airport project. The Mactan airport is one of the 
government’s public-private partnership (PPP) projects. It is envisioned to be a world-class international passenger 
terminal building with a capacity of about 8 million passengers per year. So far, MWIDE has won 4 out of 7 awarded PPPs 
and is also now venturing into power generation business by partnering with PhilCarbon Inc. These new ventures are 

expected to double MWIDE’s earnings to Php2.8 billion by 2017. 
  

Services 

 Globe Telecom Inc. (GLO) raised Php10 billion in total from the sale of non-voting preferred shares, which will be listed on 
the Philippine Stock Exchange this coming Friday. According to the company, the money was raised after it exercised an 
oversubscription option of Php3 billion on top of the Php7 billion issue size. The offer period had ended last August 15, and 
the money is expected to partly fund Globe’s 2014 capital expenditures of US$600-650 million. 
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Mining and oil 

 Trans-Asia Petroleum Corp., listed company Trans-Asia Oil & Energy Development Corp.'s (TA) unit, is looking to raise 
Php500 million from stock rights offering within the year. This is expected to happen after listing 250 million shares at 
Php4.60 per share in the PSE. It will trade under the symbol "TAPET". The proceeds will be used for drilling and 
development of its existing service contracts and for project acquisitions. It is eyeing to complete negotiations with Frontier 
Oil Corp. this year to yield an immediate income stream. 

 

 Petron Corp.’s (PCOR) employees retirement fund agreed to sell 380,000,000 common shares of PCOR through a private 
placement. The shares were sold at a price of Php11.50 per share, representing a 9% discount to August 18’s closing 
price of Php12.70 per share. The transaction was valued at about $100 million and is expected to be settled on August 26, 
2014. Last April, the retirement fund also sold $120 million worth of shares. 

 
 
 
 
Philippine Bond Market  
 
Local Fixed Income prices climbed this week as investors spent the early 
part of the week sitting on the sidelines in anticipation of Bureau of the 
Treasury's pricing of their newly-issued 10 year bonds and the Fed meeting's 
outcome at Jackson Hole, Wyoming. The 10-year ROPs were priced at 
4.12%, higher than the minimum 4%, and caused yields to fall in the belly of 
the curve last Tuesday morning. Strong buying interest was also noticed in 
the short and long-ends of the curve over the week as foreigners parked 
funds in T-Bills ahead of Fed Chief Janet Yellen's speech last Thursday and 
by local investors seeking yield. This, however, was reversed Wednesday as 
positive US data and sentiment swayed investors into thinking the Jackson 
Hole meeting's outcome would be hawkish and repatriated funds for 
deployment, causing local bond prices to fall and yields to rise. During the 
last day of the shortened trading-week, trading was light except for T-Bills 
and secondary trading of the new 10-59 RoPs. On Average, yields declined -
16 basis points across the length of the curve with the short, belly and long-
ends losing -11.5, -19.8 and -16, respectively. 
 
 
 
 
 
Philippine Peso 

 
The Peso traded sideways vis-a-vis the US Dollar for the week, appreciating slightly to USD/PHP43.66, or +1.08%, week-on-week, 
as investors remained wary of making large bets given the still-uncertain geopolitical situation in Ukraine-Russia and outcome of the 
Fed's meeting at Jackson Hole, Wyoming. Amid global themes like the unrest in Eastern Europe/Mid-East and the Fed meeting at 
Jackson Hole, support for the Peso this week stemmed from foreigners buying into our securities markets and narrowing credit 
spreads for our country, an indication of our improving credit worthiness. CDS spreads for the 5-year ROP reached as low as 83. 
 

The Bangko Sentral ng Pilipinas (BSP) announced that overseas Filipino workers’ (OFWs) cash remittances increased by 5.8% for 
the first half of the year from $10.8 billion in 2013 to $11.4 billion this year. For June alone, remittances rose by 5.9% year-on-year 
to $2 billion. This growth was higher than the BSP’s full year target of 5% and was the highest growth posted so far this year. The 
top sources of the remittances were US, Saudi Arabia, UAE, UK, Singapore, Japan, Canada and Hong Kong. The BSP attributed 
the growth to the stable demand abroad for skilled Filipinos with job orders reaching 371,097 in the first semester of the year. 
 
According to the Bureau of Agricultural Statistics (BAS) of the Philippine Statistics Authority (PSA), the country’s farm output grew 
by 1.81% to Php401.5 billion in the first half of the year due to the recovery in crop production, which comprised more than half of 
the sector. The crops subsector, which was coming from a low base of -0.47%, grew by 3.68% to Php211.7 billion due to higher 
farm gate prices. The major component of the crops subsector was palay which yielded a production output of 8.38 million metric 
tons worth Php72.6 billion, up by 4.78% year-on-year. 
 
Data from the BSP revealed that the country’s surplus increased to $501 million in July, the highest since the $837 million in 
November last year, or before the US Federal Reserve began the tapering of its quantitative easing. July’s surplus reversed June’s 

T enor 16-May 23-May  Change

1m 1.67 1.65 -2

3m 1.28 1.26 -2

6m 2.04 1.80 -24

1y 2.29 2.11 -18

2y 2.98 2.75 -23

3y 3.36 2.94 -41

4y 3.56 3.28 -28

5y 3.96 4.02 6

7y 4.04 3.90 -13

10y 4.27 4.15 -12

20y 5.26 5.09 -18

25y 5.25 5.07 -18

Average -16

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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$24 million deficit and trimmed the year-to-date deficit to $3.64 billion from $4.5 billion at the start of the year. The BSP expects a 
surplus of $1.1 billion for the entire year of 2014. 
 
The Association of Vehicle Importers and Distributors, Inc. (AVID) stated that it sold 3,036 units in July, more than the 2,802 units 
sold in the same month last year. The personal car (PC) segment was the main driver of sales with 1,591 units in July, an 18% 
uptick from the 1,346 units sold one year ago. Last month, the fastest growing PC brand was the Mini, with a 120% year-on-year 
growth in sales. Other PC brands which posted strong growth were Hyundai and Subaru. Meanwhile, sales of light commercial 
vehicles (LCV) dipped slightly to 1,445 units in July from the prior year’s 1,456 units. On a year-to-date basis ending July, AVID’s 
sales rose 15% to reach 20,938 units in 2014 from the 18,147 units sold in the same period last year.  
 

 

The week ahead (August 26– August 29)  

 
We expect the local equities market to trade between 7,100 and 7,250 in the upcoming shortened week, with an upward bias ahead 
of the MSCI rebalancing. Moreover, economic data from the US and on the local front would also drive market sentiment. Some of 
the US economic data that are set to come out include New Home Sales, Markit US Composite and Services PMI, 2Q2014 GDP, 
PCE and Personal Income among others. Meanwhile, 2Q2014 GDP would be the highlight on the local front. Furthermore, 
corporate earnings results turned out to be mostly in-line with expectations which reaffirm the strong outlook for 2015. 
 

For next week, we expect local fixed income trading to be light, given yet another short work-week, lack of major market-moving 
developments besides second-quarter GDP results and more investors sitting on the sidelines given the release of upcoming 
monthly inflation data in two weeks time. A slight downward pricing bias may materialize, however, as opposing expectations to the 
downside for Philippine 2nd quarter GDP and to the upside for US may cause investors local and foreign alike to position for returns 
elsewhere.   

We expect the Peso to trade sideways relative to the US Dollar with a possible downward bias on the back of increasingly robust 
US macroeconomic data tempered by a likely noncommittal stance by the Fed with regard to interest rates. A probable 2nd quarter 
GDP disappointment on the back of low public expenditure by the national government, particularly in infrastructure, should l ikewise 
apply upward pressure to the USD/PHP pair.  


